
IN THE MATTER OF THE APPLICATION OF THE
ARIZONA ELECTRIC DIVIS ION OF CITIZENS
COMMUNICATIONS COMPANY TO CHANGE THE
CURRENT P URCHAS ED P OWER AND FUEL
ADJUSTMENT CLAUSE RATE, TO ESTABLISH A
NEW PURCHASED POWER AND FUEL
ADJUSTMENT CLAUSE BANK, AND TO
REQUES T AP P ROVED GUIDELINES  FOR THE
RECOVERY OF COSTS INCURRED IN
CONNECTION WITH ENERGY RISK
MANAGEMENT INITIATIVES.

IN THE  MATTE R  O F  THE  AP P LIC ATIO N O F
CITIZENS COMMUNICATIONS COMPANY,
ARIZONA GAS  DIVIS ION, FOR A HEARING TO
DETERMINE THE FAIR VALUE OF ITS
PROPERTIES FOR RATEMAKING PURPOSES, TO
F IX A J US T AND R E AS O NABLE  R ATE  O F
RETURN THEREON, AND TO AP P ROVE RATE
S CHEDULES  DES IGNED TO P ROVIDE S UCH
RATE OF RETURN.

IN THE  MATTE R  O F  THE  AP P LIC ATIO N O F
CITIZENS  COMMUNICATIONS  COMP ANY AND
UNISOURCE ENERGY CORPORATION FOR
APPROVAL FOR THE SALE OF CERTAIN
ELECTRIC UTILITY AND GAS  UTILITY AS S ETS
IN AR IZO NA, THE TR ANS F ER  O F  C ER TAIN
CERTIFICATES OF CONVENIENCE AND
NECESSITY FROM CITIZENS COMMUNICATIONS
COMPANY TO UNISOURCE ENERGY
CORPORATION, THE APPROVAL OF THE
F INANICNG F OR THE TRANS ACTIONS  AND
OTHER RELATED MATTERS .
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IN THE  MATTE R  O F  UNS  G AS ,  INC AND
CITIZENS COMMUNICATIONS COMPANY
FILING FOR APPROVAL OF A PURCHASED GAS
ADJUSTOR SURCHARGE.

DOCKET NO. G-01032E-03-0515
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DOCKET no. E-01032C-00-0751
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17 DOCKET no. G-01032A-02-0598

18 Arizona Corparaiion Commission

19 DOCKETED
20 MA 9 2004

21 DOCKETED B?
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DOCKET no. E-01933A-02-0914
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G-01032A-02-0-14
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DOCKET NO. E-01032C-00-0751

3

4

Arizona  Corpora tion Commis s ion S ta ff ("S ta ff") he re by s ubmits  the  a tta che d propos a ls

conce rn ing  ga s  price  is s ue s  in  Unis ource  Ene rgy S e rvice s  ("UES ") te rrito ry for Commis s ion

cons ide ra tion. This  filing is  ma de  in re s pons e  to Cha irma n S pitze r's  Ma rch 2, 2004 le tte r to the

Commission in the  above-captioned dockets  re la ted to these  matters

5

6

7

RES P ECTFULLY S UBMITTED this  AM da y of Ma rch, 2004

10

Kris tophe r C. Ke e le y, Chie f Couns e l
amice  Alward. Assis tant Chie f Counse l

Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Stree t
Phoenix. Arizona  85007
(602) 542-3402

13

14

The  origina l and 23 copies  of the
foregoing filed this 9111 day of
Ma rch, 2004, with

1 5

1 6

Docke t Control
Arizona  Corpora tion Commiss ion
1200 West Washington Stree t
Phoenix. Arizona  85007

17
COPIES of the  foregoing were  ma iled/

18 this  Yul day of March, 2004 to

20

21

S cott Wa ke fie ld
Da nie l W. Poze fsky

19 Thoma s  H. Ca mpbe ll
Micha e l T. He lle r
40 North Centra l Avenue
Phoenix. Arizona  85007
Attorney for UNS Gas  and

Citizens  Communica tions  Company

1110 W. Washington, Ste . 220
P hoe nix. AZ 85007

22

23
Deborah R. Scott
Unisource  Energy Services
One South Church Stree t. Suite  200
Tucs on, AZ 8570224

John White
De puty County Attorne y
P .O. Box 7000
Kinsma n, Arizona  86402

25

26

L. Rus s e ll Mitte n
Citizens  Communica tions  Company
Three  High Ridge  Pa rk
Stamford. CT 06905

Robe rt A. Ta ylor
City Attorne y
City of Kins ma n
310 North Fourth S tree t
Kins ma n, AZ 86401
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DOCKET NO. E-01032C-00-0751

1

2

3

Ga ry Smith
Citizens  Communica tions  Company
2901 W. Shamre ll Blvd., Suite  110
Fla gs ta ff, AZ 86001

Wa lte r W. Me e k
AUIA
2100 N. Centra l Ave ., Suite  210
Phoenix, Arizona  85004

4

5

6

Raymond Mason
Dire ctor, Corpora te  Re gula tory Affa irs
3 High Ridge  Pa rk
Stamford, CT 06905

Holly J . He wn
Santa  Cruz Deputy County Attorney
2150 N. Congress  Drive , S te . 201
Noga le s , AZ 85621
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8

9

Dennis  R. Ne lson
UniSource  Energy Services
2901 W. Sharnre ll Blvd., Suite  110
Fla gs ta ff, AZ 86001-9402

Ma rsha ll Ma grude r
Lucy Ma grude r
P .O. Box 1267
Tuba e , AZ 85646-1267

Robe rt J . Me tli
Che ife tz & Ia nnite lli, P .C.
3238 North 16'*' Street
Phoenix, AZ 85016

Hugh Holub, Esq.
118 North Mas tick Way, Suite  400
Noga le s , AZ 85621-4117

John D. Draghi
Susan Mikes  Doherty
Hube r, La wre nce  & Abe ll
605 3'd Avenue
Ne w York, Ne w York 10158

Andre w Be ttwy, Esq.
Southwest Gas Corpora tion
5241 Wes t Spring Mounta in
PO Box 985 10
Las  Vegas , NV 89193-8510

Raymond S . HeyMan
Michae l W. Pa tten
ROS HKA HEYMAN & De WULF
400 East Van Buren Stree t, Ste . 800
P hoe nix, AZ 85004
Attorneys  for Mohave  and Santa  Cruz Counties

Nicholas  Enoch, Esq.
349 North Fourth Avenue
Phoenix, AZ 85003-1505
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23

Jose  L. Machado
777 North Grand Avenue
Noga le s , AZ 85621
Attorne y for City of Noga le s , AZ
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Staff Proposa ls  Concerning Gas  Price  Issues  in Unisource  Energy Services  Tenitorv

Introduction

On March 2, 2004, Cha inman Spitze r filed and docke ted a  le tte r concerning
na tura l ga s  price  is sues  in UES te rritory. Cha irman Spitze r invited the  submiss ion of
proposa ls  to address  esca la ting gas prices  for UFS and its  customers. S taff has developed
severa l proposa ls  for Commission considera tion. These  a re  described be low.

UNS Gas PGA Surcharge  Scenarios

Surcharge  Remains  in P lace  - the  full surcharge  remains  in place  through October
2004 and this  is  e limina ted.
Tempora ry Remova l of Surcha rge  - the  full surcha rge  is  removed for March and
April 2004, and then reapplied through December 2004.
Immedia te  Ha lving of Surcha rge  - the  surcha rge  is  cut in ha lf immedia te ly and
then le ft in place  through May 2005 .
Imme dia te  Elimina tion of Surcha rge  - the  full surcha rge  is  re move d imme dia te ly
and is  not re imposed. Note  tha t this  re sults  in a  ve ry la rge  on-going under
collected bank ba lance .
Tempora ry Ha lving of Surcha rge  - the  surcha rge  is  cut in ha lf for March and
April 2004, then re imposed a t the  full leve l through November 2004.
Focus ing of Surcha rge  in Summer - the  surcha rge  for November through April
pe riods , is  in e ffect a t the  full leve l in May, September, and October, and is
doubled in June , July, and August. The  la s t month the  surcharge  would be  in
e ffect is  November 2005.
Tempora ry Remova l, La te r Reduction of Surcha rge  - the  full surcha rge  is
removed for March and April 2004, the  full surcha rge  is  then reapplied through
November 2004 and then reduced surcharge  of $0.02 per therm is  applied through
October 2005.
Surcha rge  Removed for April .- the  full surcha rge  is  in place  for March 2004, is
e limina ted for April 2004, and then re ins ta ted through November 2004.

Other Options/Considera tions

Circuit-Bre a ke r Me cha nism .
The  circuit breaker mechanism could be  adjusted in a  number of possible  ways.
The  threshold of the  exis ting mechanism could be  reduced to a  leve l lower than
l40%, which would results  in grea te r surcharge  savings  for high usage  customers
and would result in an additiona l increment of gas  costs  be ing deferred to the
future  for recove ry. The  circuit breake r could a lso be  adjus ted to track individua l
savings so that each customer's  savings during the  winter heating season are
de fe rred to be  pa id in the  low use  summer months . A furthe r option would be  to
des ign some form of cus tomer specific circuit breaker, under which each
individua l cus tomer's  usage  would be  compared from year to yea r and if the

8.

7.

4.

6.

1 .

2.

5.

3.

1 .



0

4

customer's  usage  showed a  la rge  increase  from one  year to the  next, the  circuit
breake r would go into e ffect.

Unce rta intie s  in Es tima ting PGA Surcha rge  impacts  in the  future  - The  above
scenarios  a re  based on the  best ava ilable  projections from Unisource  of future
inputs  to the  PGA mechanism. Uncerta intie s  in the  future  include  unexpected
shifts  in na tura l gas  marke t prices  and changes in weather from year to year and
ove r time , re sulting in some le ve l of fluctua tion in cus tome r consumption.

3.

2.

When the  Surcharge  Should End - The  currently exis ting surcharge  doesn't have
a  da te  specific ending time, but ra te r is  se t to end when the  PGA bank ba lance
reaches  ze ro. If the  surcharge  is  rese t in some manner, it will need to be  decided
whether the  ending date  should be on a  date  specific or when the  balance reaches
ze ro. Many of the  scena rios  a ssume  a  specific lower leve l, we ll be low the  bank
balance  threshold, but not require  it to reach zero before  removing the  surcharge .
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